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P.O. Box 1138

Houstue. TX 77251-1188
(713) 853-6161

Naovember 13, 2000

Arthur Andersen
711 Louisiana, Suite 1300
Houston, Texas 77002

We are providing this letter in cannection with your review of the consolidated financial
statements of Enron Corp. and subsidiaries (Enron) as of September 30, 2000 and for the three
moaths and nine monkhs then ended to be included in the company's Form 10-Q quarierly report
to be filed with the Securities and Exchange Commission (SEC).

We confirm, to the best of aur knowledge and belief as of the date of this letter, the following
representations made to you during your review.

1.

2.

We are responsible for the fair presentation of the financial statements referred to above..

The fnancial statements to be included in the Form 10-Q are faidy presented, in
accordance with U.S. generally accepted accounting principles, on a basis consistent with
that of the audited financial statements as of December 31, 1999.

The financial statements to be included in the quarterly report an Form 10-Q comply as to
form in all material respects with the applicable accounting requirements of the Securities
Exchange Act of 1934 and the related rules and requlations adopted by the SEC, and they
are presented on a basis consistent with that of the audited financial statements as of
December 31, 1999.

Certain information and footnote disclosures normally included in financial statements
prepared in conformity with generally accepted accounting principles have been condensed
or amitted pursuant to such rules and regulations, but the disclosures are adequate to make
the information presented nat misleading. '

We have made available to you all financial records and reldted data.

We believe that all material expenditures that have been deferred to future periods will be
recaverable. :

\We believe that the terms of the transactions with related parties were reasanable and are
representative of terms that would be negotiated with unrelated third parties.

The accounting recards underlying the financial statements accuratety and fairly reflect, in
reasonable detail, the transactions af Enron.

There have been no communications from regulatory agencies conceming noncompliance
with or deficiencies in financial repoiting practices.

Endless possibilities.™
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11.

12.

13.

14.

§
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18.

16.

7.

There are no material transactions that have not been properly recorded in the accounting
records underlying the financial statements.

You have brought to our attention misstatements which remain uncorrected at September
30, 2000 and which are summarized in the accompanying schedule. The effects of those
misstatements are not material, both individually and in the aggregate, to the financiat
statements taken as a whole.

There has been na:

a. Fraud involving management or employees wha have significant roles in internal
contral

b. Fraud involving athers that could have a material effect on the financial statements

Enron has no plans or intentions that may materially aﬁect the carrying value or
classification of assets and liabilities.

The following have been properly recorded or disclosed in the financial statements:

Py

a. Related-party transactions, including sales, purchases, loans, transfers, leasing
arangements and guarantees (whether written or oraf), and amounts receivable from
or payable to related parties

h. Guarantees, whether written or oral, under which the company is contingently liable

¢. Significant estimates and material concentrations known to management that are
required to be disclosed in accordance with the AICPA's Statement of Position 94-6,
“Disclosure of Certain Significant Risks and Uncertainties™ (Significant estimates are
estimates at the balance sheet date that could change materally within the next year.
Concentrations refer to volumes of business, revenues, available sources of supply, or
markets or geagraphic areas for which events could occur that would significantly
disrupt normat finances within the next year.)

dther than those disclosed in the Form 10-Q, there are no:

3. Violations or possible violations of laws or regulations whose effects shouid be
considered for disclosure in the financial statements or as a basis for recording a toss
‘contingency

b. Unasserted claims or assessments that our lawyer has advised us are probable of
assertion and must be disclosed in accordance with Financial Accounting Standards
Board (FASB) Statement No. 5, Accounting for Cantingencies

Based on current estimates, all legal contingencies are adequately accrued and there are

no other fiabilities ar gain or loss contingencies that are required to be accrued or disclosed

by FASB Statement No. 5. '

Other than specific items enumerated otherwise herein or disclosed in the financial
statements, Enron has: '

a. Complied with alt aspects-of contractual agreements that would have a matenal effect
an the financial statements in the event of non-compliance.
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. b. Satisfactory titie to all owned assets and there are no material fiens or encumbrances
(. on such assets nor has any material asset been pledged as collateral.

c. Both the ability and the intent to refinance all short term debt on a long-term basis,
including short-term debt of subsidiaries.

18. Enron's objective related to their merchant assets and investments, which are carried at
Enron's best estimate of fair value, is to achieve capital appreciation and those assets and
investments are not expected to be long-term, integrated components of Enron's energy or
communications networks.

19. Receivables recorded in the financial statements represent vaiid claims against debtors for
sales or other charges arising on or before the balance-sheet date and have been
apprapriately reduced to their estimated net realizable value.

20. Theimpact of adopting SFAS No. 133, “Accounting for Dervative Instruments and Hedging
Activities” (as amended) will not have a material impact an Enron's financial statements.
The assessment of the impact of adopting SFAS No. 133 excludes Porfland General
Electric (PGE), the sale of which is expected to close in early 2001. PGE has not yet
completed the quantification of the impact of adopting SAFS No. 133 pending final -
interpretation of the statement by accounting regulatory bodies. ’

21. The impact of adopting SAB No. 101 "Revenue Recognition” will not have a material
impact on Enron’s financial statements.

) 22. Deferred development costs on an individual project basis at September 30, 2000,
-’ represent valid deferred development costs in accordance with the accounting policy as
stated in the Company's consolidated financial statements as of December 31, 1999,
included in its Form 10-K, and SOP 98-5, “Accounting for Start-up costs".

™

23. The Company, through a wholly owned subsidiary, has an intercompany loan of
approximately $463 million with Elektra, which has not formally been contributed ta Elektro
as equity capital. Such receivable balance is classified as part of the Company's
investment in Elektro as the loan is deemed to be of a long-term investment nature as
defined in FASB Statement No. 52, Foreign Currency Translation.

24, Various claims have been asserted against and by the company with respect to certain
projects which are under construction or have been completed in which the Company, .
through subsidiaries, has participated in the construction efforts in various roles.
Management has considered these claims in its estimates of contract profit or loss used as
a basis for recognition in the Caompany's financial statemeats on a project by project basis
and does not believe that it is probable that the uitimate resolution of these issues will resuit
in contract profits or lasses that are materially different from thase estimated and used a
basis far recognition in the Company's financial statements. -

25.  The contract revenues and costs related to projects under construction in which the
Company, through subsidiaries, has participated in the construction efforts in various roles
is based on Management's best estimate of the revenues and costs that wilt ultimately be
realized.
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.. 26.  No events have occurred subseguent to the balance-sheet date that have a material effect
. on the financial statements or that shoutd be dnsclosed in order ta keep thase financial
: statements from being misleading.
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Jeffrey ﬁ@hrﬂg Richard A. Causey
Presidefit and Chief Operating Offi cer Executive Vice President and Chief
’ Accounting Officer

C)O“M\}.w/‘_ - )qu‘{b

James V. Derrick
Executive Vice President and General-
Counsel
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- . Enraon Corp

‘ - 3cd Quarter 2000

Propased adjusting joumnal entries - income/(expense)

Cufrent
Quarter Cumulative
Evaluation Evaluation
(1) To properly accrue for expenses related to clean-up - ($7.4)
costs in assaciation with the Transredes oil spill. (Soulh America)
{2) To properly recognize operating expenses - ($24.0)
for Transredes. (Sauth America)
(3} To properly reverse mark-to market adjustment associated - ($9.7)
with ESA Vintage and Cuiaba contracts. (South America)
Total: Pretax - v $41.1)
Aftertax {35% statutory rate) - ($26.7) : T

AASDTEX000401851
Confidential Treatment Requested By Arthur Andersen LLP

EXH021-00287




